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amounts. Except as provided in
§707.11(a)(1) of this part, when fees of
the same type are imposed more than
once in a statement period, a credit
union may itemize each fee separately
or group the fees together and disclose
a total dollar amount for all fees of
that type.

(4) Length of period. The total number
of days in the statement period, or the
beginning and ending dates of the pe-
riod.

(Approved by the Office of Management and
Budget under control number 3133-0134)

(5) Aggregate fee disclosure. If applica-
ble, the total overdraft and returned
item fees required to be disclosed by
§707.11(a).

[68 FR 50445, Sept. 27, 1993, as amended at 59
FR 59899, Nov. 21, 1994; 61 FR 114, Jan. 3, 1996;
64 FR 66356, Nov. 26, 1999; 66 FR 33163, June
21, 2001; 70 FR 72898, Dec. 8, 2005; 756 FR 47175,
Aug. 5, 2010]

§707.7 Payment of dividends.

(a) Permissible methods—(1) Balance on
which dividends are calculated. Credit
unions shall calculate dividends on the
full amount of principal in an account
for each day by use of either the daily
balance method or the average daily
balance method. Credit unions shall
calculate dividends by use of a daily
rate of at least Y365 of the dividend rate.
In a leap year a daily rate of Yses of the
dividend rate may be used.

(2) Determination of minimum balance
to earn dividends. A credit union shall
use the same method to determine any
minimum balance required to earn
dividends as it uses to determine the
balance on which dividends are cal-
culated. A credit union may use an ad-
ditional method that is unequivocally
beneficial to the member.

(b) Compounding and crediting policies.
This section does not require credit
unions to compound or credit dividends
at any particular frequency.

(¢c) Date dividends begin to accrue.
Dividends shall begin to accrue not
later than the day specified in section
606 of the Expedited Funds Availability
Act (12 U.S.C. 4005) and implementing
Regulation CC (12 CFR part 229). Divi-
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dends shall accrue on funds until the
day funds are withdrawn.

(Approved by the Office of Management and
Budget under control number 3133-0134)

[68 FR 50445, Sept. 27, 1993, as amended at 61
FR 114, Jan. 3, 1996]

§707.8 Advertising.

(a) Misleading or inaccurate advertise-
ments. An advertisement must not:

(1) Be misleading or inaccurate or
misrepresent a credit union’s account
agreement; or

(2) Refer to or describe an account as
“free” or “no cost” or contain a similar
term if any maintenance or activity fee
may be imposed on the account. The
word “profit” must not be used in refer-
ring to dividends or interest paid on an
account.

(b) Permissible rates. If an advertise-
ment states a rate of return, it shall
state the rate as an “annual percentage
yield,” using that term. (The abbrevia-
tion “APY” may be used provided the
term “annual percentage yield” is stat-
ed at least once in the advertisement.)
The advertisement shall not state any
other rate, except that the “dividend
rate,” using that term, may be stated
in conjunction with, but not more con-
spicuously than, the annual percentage
yield to which it relates.

(c) When additional disclosures are re-
quired. Except as provided in paragraph
(e) of this section, if the annual per-
centage yield is stated in an advertise-
ment, the advertisement shall state
the following information, to the ex-
tent applicable, clearly and conspicu-
ously:

(1) Variable rates. For variable-rate
accounts, a statement that the rate
may change after the account is
opened.

(2) Time annual percentage yield is of-
fered. For interest-bearing accounts
and dividend-bearing term share ac-
counts, the period of time the annual
percentage yield will be offered, or a
statement that the annual percentage
yield is accurate as of a specified date.
For dividend-bearing accounts other
than term share accounts, a statement
that the annual percentage yield is ac-
curate as of the last dividend declara-
tion date. In the event that disclosure
of an annual percentage yield as of the
last dividend declaration date might be
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inaccurate because of known or con-
templated dividend rate changes, the
credit union may disclose the prospec-
tive annual percentage yield. Such pro-
spective annual percentage yield may
be disclosed either in lieu of, or in ad-
dition to, the dividend rate and annual
percentage yield as of the last dividend
declaration date.

(3) Minimum balance. The minimum
balance required to earn the advertised
annual percentage yield. For tiered-
rate accounts, the minimum balance
required for each tier shall be stated in
close proximity and with equal promi-
nence to the applicable annual percent-
age yield.

(4) Minimum opening deposit. The min-
imum deposit required to open the ac-
count, if it is greater than the min-
imum balance necessary to earn the
advertised annual percentage yield.

(5) Effect of fees. A statement that
fees could reduce the earnings on the
account.

(6) Features of term share accounts. For
term share accounts:

(i) Time requirements. The term of the
account.

(i) Early withdrawal penalties. A
statement that a penalty will or may
be imposed for early withdrawal.

(iii) Required dividend payouts. For
noncompounding term share accounts
with a stated maturity greater than
one year that do not compound divi-
dends on an annual or more frequent
basis, that require dividend payouts at
least annually, and that disclose an
APY determined in accordance with
section E of appendix A of this part, a
statement that dividends cannot re-
main on account and that payout of
dividends is mandatory.

(d) Bonuses. Except as provided in
paragraph (e) of this section, if a bonus
is stated in an advertisement, the ad-
vertisement shall state the following
information, to the extent applicable,
clearly and conspicuously:

(1) The “annual percentage yield,”
using that term;

(2) The time requirements to obtain
the bonus;

(3) The minimum balance required to
obtain the bonus;

(4) The minimum balance required to
open the account, if it is greater than

12 CFR Ch. VII (1-1-11 Edition)

the minimum balance necessary to ob-
tain the bonus; and

(56) When the bonus will be provided.

(e) Exemption for -certain advertise-
ments—(1) Certain media. If an adver-
tisement is made through one of the
following media, it need not contain
the information in paragraphs (c)(1),
(©)(2), ()@, (c)(d), (c)(6)(ii), (d)(4) and
(d)(5) of this section:

(i) Broadcast or electronic media,
such as television or radio;

(ii) Outdoor media, such as bill-
boards; or

(iii) Telephone response machines.

(2) Indoors signs. (i) Signs inside the
premises of a credit union (or the
premises of a share or deposit broker)
are not subject to paragraphs (b), (c),
(d) or (e)(1) of this section.

(ii) If a sign exempted by paragraph
(e)(2) of this section states a rate of re-
turn, it shall:

(A) State the rate as an “annual per-
centage yield,” using that term or the
term “APY.” The sign shall not state
any other rate, except that the divi-
dend rate may be stated in conjunction
with the annual percentage yield to
which it relates.

(B) Contain a statement advising
members to contact an employee for
further information about applicable
fees and terms.

(38) Newsletters. (i) Newsletters sent by
a credit union to existing members
only are not subject to paragraphs (b),
(c), (d) or (e)(1) of this section.

(ii) If a newsletter exempted by para-
graph (e)(3) of this section states a rate
of return, it shall:

(A) State the rate as an “annual per-
centage yield,” using that term or the
term “APY.” The newsletter shall not
state any other rate, except that the
dividend rate may be stated in conjunc-
tion with the annual percentage yield
to which it relates.

(B) Contain a statement advising
members to contact an employee for
further information about applicable
fees and terms.

(f) Additional disclosures in connection
with the payment of overdrafts. Credit
unions that promote the payment of
overdrafts in an advertisement must
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include in the advertisement the dis-
closures required by §707.11(b) of this
part.

(Approved by the Office of Management and
Budget under control number 3133-0134)

[68 FR 50445, Sept. 27, 1993, as amended at 59
FR 13436, Mar. 22, 1994; 61 FR 114, Jan. 3, 1996;
63 FR 71575, Dec. 29, 1998; 70 FR 72898, Dec. 8,
2005; 73 FR 30477, May 28, 2008]

§707.9 Enforcement and record reten-
tion.

(a) Administrative enforcement. Section
270 of TISA (12 U.S.C. 4309) contains the
provisions relating to administrative
sanctions for failure to comply with
the requirements of TISA and this
part.

(b) Civil liability. Section 271 of TISA
(12 U.S.C. 4310) contains the provisions
relating to civil liability for failure to
comply with the requirements of TISA
and this part; Section 271 is repealed
effective September 30, 2001.

(c) Record retention. A credit union
shall retain evidence of compliance
with this regulation for a minimum of
two years after the date disclosures are
required to be made or action is re-
quired to be taken.

(Approved by the Office of Management and
Budget under control number 3133-0134)

[68 FR 50445, Sept. 27, 1993, as amended at 59
FR 13436, Mar. 22, 1994; 61 FR 114, Jan. 3, 1996;
63 FR 71575, Dec. 29, 1998]

§707.10 [Reserved]

§707.11 Additional disclosure require-
ments for overdraft services.

(a) Disclosure of total fees on periodic
statements—(1) General. A credit union
must separately disclose on each peri-
odic statement, as applicable:

(i) The total dollar amount for all
fees or charges imposed on the account
for paying checks or other items when
there are insufficient or unavailable
funds and the account becomes over-
drawn, using the term “Total Overdraft
Fees;” and

(ii) The total dollar amount for all
fees or charges imposed on the account
for returning items unpaid.

(2) Totals required. The disclosures re-
quired by paragraph (a)(1) of this sec-
tion must be provided for the state-
ment period and for the calendar year-
to-date.

§707.11

(3) Format requirements. The aggre-
gate fee disclosures required by para-
graph (a) of this section must be dis-
closed in close proximity to fees identi-
fied under §707.6(a)(3), using a format
substantially similar to Sample Form
B-10 in appendix B.

(b) Advertising disclosures for overdraft
services—(1) Disclosures. Except as pro-
vided in paragraphs (b)(2),(b)(3), and
(b)(4) of this section, any advertise-
ment promoting the payment of over-
drafts must disclose in a clear and con-
spicuous manner:

(i) The fee or fees for the payment of
each overdraft;

(ii) The categories of transactions for
which a fee for paying an overdraft
may be imposed;

(iii) The time period by which the
member must repay or cover any over-
draft; and

(iv) The circumstances under which
the credit union will not pay an over-
draft.

(2) Communications about the payment
of overdrafts not subject to additional ad-
vertising disclosures. Paragraph (b)(1) of
this section does not apply to:

(i) An advertisement promoting a
service where the credit union’s pay-
ment of overdrafts will be agreed upon
in writing and subject to part 226 of
this title (Regulation Z);

(ii) A communication by a credit
union about the payment of overdrafts
in response to a member-initiated in-
quiry about share accounts or over-
drafts. Providing information about
the payment of overdrafts in response
to a balance inquiry made through an
automated system, such as a telephone
response machine, ATM, or a credit
union’s Internet site, is not a response
to a member-initiated inquiry for pur-
poses of this paragraph;

(iii) An advertisement made through
broadcast or electronic media, such as
television or radio;

(iv) An advertisement made on out-
door media, such as billboards;

(v) An ATM receipt;

(vi) An in-person discussion with a
member;

(vii) Disclosures required by Federal
or other applicable law;

(viii) Information included on a peri-
odic statement or a notice informing a
member about a specific overdrawn
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